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On Nov. 13, a week after Brazil obtained an agreement with foreign bank creditors ending a ninemonth moratorium on interest payments, Finance Ministry officials confirmed that an International
Monetary Fund mission was scheduled to arrive in Brasilia Nov. 16 to collect information for an
eventual economic stabilization plan. The ministry spokespersons declared that the mission was
not in any way related to the agreement established Nov. 6 in New York. According to the ministry,
the IMF team was on a "routine visit" and would not be negotiating. [In contrast, a communique
released in New York Nov. 6 stated that Brazil had agreed to seek assistance from the IMF as part
of the agreement with the banks. In the accord with the banks, Brazil agreed to pay a total of $1.5
billion into an escrow account in exchange for the refinancing of its $68 billion debt. Brazil will
pay $500 million and the banks will lend $1 billion to cover interest payments due during the final
quarter of 1987. By mid-1988, Brazil will have to come up with another $1 billion, and the banks
with another $2 billion to cover other overdue interest for 1987. (For details, see Chronicle 11/05/87
and 11/10/87.)] A Ministry employee, after requesting anonymity from AFP, dismissed the official
version. He said the IMF mission "would not be arriving at this time were it not for the agreement."
The Fund's visit, he added, is obviously an important part of the rescheduling negotiations with
foreign creditors, evidenced by the fact that the mission is headed by Thomas Reichmann, chief of
the Fund's Western Hemisphere division. Reichmann also headed an IMF mission in Brasilia during
the month of June. Shortly thereafter, Finance Minister Luis Carlos Bresser Pereira announced the
implementation of an economic policy package described by many Brazilian economists as a carbon
copy of IMF recommendations. In statements to the press and PMDB politicians during the past
week, Bresser Pereira said that the Nov. 6 agreement obligated Brazil only to "seek cooperation
with government agencies." This commitment to seek cooperation, he added, was not established
as a pre- condition toward obtaining an "understanding" with creditors. Since 1985, a return to the
negotiating table with the IMF has been a tabu topic. The Brazilian Democratic Movement Party
(PMDB) has refused IMF supervision and recommendations on the grounds that Fund policies are
recessionary. The PMDB holds a majority in the National Assembly, controls most of the country's
state legislatures, and dominates President Jose Sarney's cabinet. PMDB politicians insisted that
accepting IMF-style austerity could threaten social peace and destroy the transition to democracy
after 21 years of military dictatorship. Thus, PMDB president Ulysses Guimaraes surprised everyone
by describing the accord as "reasonable" for the moment. Bresser Pereira, a PMDB member, insisted
he had refused IMF conditionality, which would permit banks to suspend future loan disbursements
if Brazil's economic performance did not meet Fund guidelines. Implementation of conditionality
clauses was responsible for the collapse of six successive debt agreements before 1985. According
to the finance minister, the Brazilian debt negotiating team had broken the link between the banks
and the upcoming IMF agreement. The eventual agreement with the Fund, he added, "will be
in line with our interests." Next, Bresser Pereira declared that the interest payment moratorium
will end only in January when bank creditors agree to complete a $3 billion loan to cover 1987
payments. Meanwhile, Brazilian economists claim Bresser Pereira's other preconditions for ending
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the moratorium had been abandoned. These conditions included a zero spread, formal acceptance
by creditors that three-year rescheduling talks have begun, and acceptance of "nontraditional"
repayment strategies. Many PMDB politicians are not as convinced as Guimaraes that the accord
is "reasonable." Sen. Severo Gomes of the party's Nationalist Wing was quoted by the Washington
Post as saying, "I don't agree with Guimaraes and am frontally against this accord, which contradicts
positions formally agreed on in the PMDB national convention last July...The party has already
begun to mobilize internally against this agreement. We disapprove of what Bresser Pereira has
done." He charged that the $500 million payment agreed on by the minister was a simple waste
of foreign reserves. According to the Post, PMDB Senate leader Fernando Henrique Cardoso was
concerned about the timing of a Fund agreement. The accord, he said, will be a success if the banks
agree to Brazil's terms and pay out $2 billion in January. Otherwise, said Cardoso, it would be a
"terrible defeat." (Basic data from AP, AFP, 11/13/87; WASHINGTON POST, 11/15/87)
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